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and agrees to pay taxes in addition to the rent, he does not
make a formal distinction between the tax on building rent
and the tax on ground rent. He is simply conscious of the
fact that a house in a better neighborhood costs more than
an equally good house in a poorer neighborhood, and that
the local rates which he is called upon to pay are by so much
the larger. If an additional tax is imposed on what is theo-
retically the ground rent portion of his periodical payment, it
may indeed happen that the tenant will content himself with
meaner apartments in the same neighborhood, or will seek
equally good rooms in a less desirable locality. In such a
case, the decreased demand for the original house might
induce the house owner to be satisfied with a lower total rent,
and he in turn would endeavor to shift the loss, so far as it
is due to a tax on ground rent, to the qwner of the land.
But is it true, as Adam Smith says, that "the more the
inhabitant was obliged to pay for the tax, the less he would
incline to pay for the ground" P1 Is it not rather the case
that, as we have pointed out above,2 a tax on the owner of
the building can be shifted to the owner of the land only in
the exceptional case of the tax being so high as to make the
house owner willing to abandon the house. Hence, even on
the assumption that the tax will bring about a change in the
demand for particular houses, the burden will not fall (except
in most unusual cases) on the landowner, but rather on the
building owner. Above all, the process here described does
not imply a shifting of the tax from the occupier to the
building owner (or, in exceptional cases, to the landowner).
Even though the occupier can evade the tax, he cannot shift
it. Evasion, as we know, is quite another thing from shifting.
The tax that the occupier pays on his smaller rent will still
fall on him. The landlord (or rather the "house-lord") may
enjoy, for the time being, less revenue than before, but the
new tax levied on the tenant will nevertheless fall on the
tenant. A small tax on smaller rent is just as bad as a high
tax on high rent Even under the most favorable hypothesis,

1 Wealth of Nations, book v, chap. 2.            2 Above, p. 240.